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KEY ECONOMIC INDICATORS : SWITZERLAND, OCTOBER 1972 


ITEM 1970 


INCOME, PRODUCTION, EMPLOYMENT 


GNP at Current Prices 88,850 
GNP at Constant Prices--% Change 
Previous Years 5.0 
Indices: 
Industrial Production (1963= 143 
100) 1 
Construction Cost Zurich 
(Oct. 1966=100) 116 
Demanders of Employment (indv) 219 
Unfilled Positions (indv) 4,777 
Industrial Building Permits 
(Units) 3,666 
Residential Building Permits 
(Units) 58,685 
MONEY AND PRICES 
Money Supply (Year End) 21,516.1 
Bank Credit Outstanding 
(72 Banks) (End of Year) 95,211.9 
Interest Rates: 1 
Central Bank Disc. 3.72 
Lombard Rate 4.75 


Yield on Conf. Bonds (Year End) 5.71 
Three Month Money Deposits-- 


Zurich 2 5.36 
Call Money Rates--Zurich 3.33 
Indices: 
Consumer Price (4th Qtr. 
1966=100) 116.3 
Wholesale Price (4th Qtr. 
1963=100) $32.2 


BALANCE OF PAYMENTS AND TRADE 
Gold and Foreign Exchange 


Reserves 20,262.4 
Balance of Trade - 5,730 
Balance of Payments (Current 

Account) + 300 
Total Exports, FOB 22,140.3 

Total Exports to US 1,962.8 
Total Imports, CIF 27,873.5 
Imports from US 2,571.9 


1 Average Annual 
Average of End of Month Rates 


Source: 


1971 


100,830 
4.5 


146 


(8/71) 
332.2 


26,164.3 

102,885.2 
3.39 
4.75 
5.29 


3.25 
1<23 


1972 


N.A. 


N.A. 


150 (6/72) 


146.3 


(8/72) 


203 (8/72) 
4,125 (9/72) 


1,796 (6/72) 


38,837 (6/72) 


25,090.4 (9/72) 


121.4(9/71) 129.5 


114.0(9/71) 119.0 


22,202.7 
- 6,020 


- 340 
23,616.9 
1,997.8 
29,641.6 
Zeneca 


106,876.0 (8/72) 
S.7> (9/72) 
4.75 (9/72) 
4.98 (9/72) 
1.50 (9/72) 
1.56 (9/72) 

(9/72) 
(9/72) 
21,421.9(10/6/72) 

- 4,969.6 
N.A, 


18,762.6(9/72) 
1,836.6(9/72) 
23,732.2(9/72) 
1,820.7 (9/72) 


La Vie Economic 








CURRENT ECONOMIC SITUATION AND ECONOMIC TRENDS 


Growth Prospects 


Boom conditions again mark the Swiss domestic picture, 
particularly in construction and industries associated with 


it, A continued increase in private consumption has particu- 
larly attested to an upsurge in demand. A 14% growth of GNP 


at market prices can be assumed. According to the Swiss 
Commission on Economic Research, the economy may be entering 


a renewed inflationary cycle arising in all economic sectors. 


Although industrial production grew by 2.7% during the 
first half of 1972, the mid-year index was only 1% higher 
than that for the same period last year. Production during 


the second quarter varied considerably by sector with the 


textile industry and the watchmaking industry showing the 
greatest increase (9%) and chemicals growing by 3%. Produc- 
tion in the machine building and engineering industry remained 
unchanged. In some exporting industries, such as the machine 
industry, the order backlog has decreased to seven months and 
delivery dates have shortened. The production outlook remains 
uncertain. Smaller sized plants, which were producing for 
larger sized companies, have been particularly adversely 
affected. 


Rationalization of controls over foreign labor were 
further implemented in October with the additional conversion 
of some seasonal workers to status under annual work permits. 
Although a new Federal arrete is to be issued in the near 
future concerning controls over foreign labor, no departure 
from the "stabilization" goal is presumed and a continued, 
strained labor market can be assumed. Predominant as a labor 
issue is the concept of "participation" or "co-determination" 
ostensibly engendered by the issue of job security and labor's 
concern over industry in the process of structural readjustment 
and multinational firms. 


Construction 


The expansion noted in the construction sector was evident 
principally in residential construction and in public construc- 
tion. Investment projected for 1972 comprises SF 9,538.6 million 
for residential construction and SF 8,999.2 million for public 
construction. Authorizations to construct residential lodgings 
for the first six months of 1972 were 7% higher than for the 
corresponding period of the previous year with a similar increase 
in credits for such construction. Although industrial construc- 
tion showed no markable increase in terms of licenses approved 





for the first half of 1972, space involved was 18% greater 
than during the first half of 1971. 


To contain further expansion and its inflationary impact, 
the Federal Council on an emergency basis tightened building 
restrictions in late summer, inter-alia, extending the 1971 
ban on new luxury construction in certain areas to additional 
municipalities. Estimating that 70,000 new buildings will be 
completed in 1972, the Federal Department of Public Economy 
foresees a flattening out of the residential construction 
rate to 53,000 new dwellings a year between now and 1980. 


Wages and Prices 


The inflow of funds and high domestic liquidity acted 
as a further stimulus, in addition to indigenous cost-push 
pressures, to the increase in wages and prices. Conversion 
of wages in some industries to a monthly rather than an 
hourly basis has made recent comparisons less meaningful. 
However, rates of wage increases, according to the Federal 
Office for Industry and Labor, showed a 9% increase in the 
second quarter of 1972 for industrial firms and the building 
trade over the same period of the previous year. Outpacing 
wage rises has been the increase in the cost of living index 
which exceeded a 6% rate during the year and by October 1972 
had risen by 7.2% (130.7) in comparison to October of the 
previous year. The lagged rise (5.2%) for the same period 
in the wholesale price index illustrates in part the difference 
in the components of the two indexes. Its more rapid recent 
rise, however, points to the generally rising cost structure. 


Federal Finances 


Measures introduced in the monetary sector with intent 
to stem expansionary effects in the domestic economy and 
measures to limit activity in the construction sector have 
shown no immediate constraining effect on the Swiss economic 
direction. With prospects of a renewed upswing, price stability 
is now enunciated as the primary economic objective. 


The rising level of government planned expenditures and 
shrinking revenues brought about a revision of the 1973 budget 
of the Confederation which nonetheless is considerably in 
excess of 1972. With SF 11,360 million in expenditures and 
SF 11,164 million in receipts, a deficit of SF 196 million is 
projected. Budget estimates for 1972 project a SF 180 million 
surplus with expenditures at SF 9,746 million and receipts at 
SF 9,926 million. The impact of an increase in the Federal 








defense tax and the turnover tax will not be forthcoming until 
1974. Declining customs revenues, as a result of progressive 
duty reductions under the arrangement with the enlarged European 
community, portend a continuing deficit in the future and the 
prospects of the introduction of a value added tax. 


Trade and Capital Movements 


Excessive liquidity marked the Swiss capital market with 
a spillover into the domestic capital market during the earlier 
part of the year. According to the Union Bank of Switzerland, 
domestic and foreign issues placed on the Swiss capital market 
amounted to SF 4,584 million during the first eight months of 
1972. Of this amount, SF 1,954 million were for foreign issues, 
which was an increase of 65% over the same period of last year, 
and constituted partially a form of capital export. Domestic 
issues totalled SF 2,630 million including conversions, an 
increase of 3%. 


With technical adjustments to foreign exchange holdings 
and a tightening of banking credit controls, domestic liquidity 
began contracting in fall. Short and long term interest rates 
began to rise. Some banking controls instituted earlier this 
year (tightening measures taken to curb the massive inflow of 
funds and the excessive liquidity overhang) were relaxed 
beginning in November, e.g. decreased minimum reserve require- 
ments for commercial banks on domestic liabilities and reserve 
requirements on increases in foreign liabilities. 


A narrowing of the import-export gap with a declining 
trade deficit which took place earlier in the year began 
reversing itself when, in September, the deficit on trade 
was 2.5% higher than that of a year ago. Exports, although 
9.8% higher in September than the previous year, continued to 
lag behind imports whose increase was 8.2% in September from 
the previous year's high base. However, overall levels of 
trade remain high. The outlook is for a larger merchandise 
trade deficit in 1973 than 1972, but with compensating earnings 
from tourism, capital and other invisibles. 


IMPLICATIONS FOR THE UNITED STATES 
Swiss Trade Directions 


Germany, Switzerland's primary supplier, provided 33.3% 
of Swiss imports for the first nine months of 1972 and absorbed 
17.1% of Swiss exports for the same period. The United States, 
which has ranked as the fifth supplier of Switzerland, provided 
7.7% of Swiss imports in the first nine months of 1972 and 





absorbed 9.8% of Swiss exports for the same period. In 
absolute amounts, U.S. exports to and imports from Switzerland 
were almost the same by value during the first nine months of 
1972. Previous sales of aircraft, inter-alia, accounted for 
previously high U.S. exports. 


A Swiss arrangement with the enlarged Economic Community 
signed on July 22, 1972 and due to enter into force in January, 
subject to approval by a December Swiss referendum, provides 
primarily for eventual free trade in most industrial products. 
Tariffs are to be gradually reduced and abolished over a five 
year period beginning January 1, 1973. With the scope of 
agricultural concessions limited to tulip bulbs, cut flowers, 
and table grapes and peaches, agricultural items exported by 
the U.S. are largely unrelated. Swiss adherence to the IMF, 
which has been domestically discussed, is to be considered 
within the next year or two. 


U.S. Opportunities 


Switzerland's continuing need for technically and scien- 
tifically demanding products and in particular automated 
production methods, should provide opportunities for U.S. 
firms. Although the United States has been in full expansion 
with a decreasing rate of inflation, this has not caught up 
yet with the principal European producers, and, coupled with 
the December realignment of currencies, price advantages 
should be forthcoming. Product lines of particular interest 
continue to include electronic components and accessories, 
scientific instruments of advanced design for laboratory and 
industrial use, sophisticated measuring, control and test 
instrumentation, medical instruments and apparatus, particularly 
that for advanced health care. In other lines, food processing 
and packaging machinery are an example of product interests. 

An increasing emphasis on consumption provides outlets for a 
wide range of consumer products and services including travel. 


Trade and industry fairs in Switzerland of immediate 
interest to U.S. firms are being capped off with the 6th 
International Industrial and Medical Electronics Exhibition, 
Basel, March 6-10, 1973 and include the International Exhibition 
for Precision Techniques and Dimensional Measuring and Testing, 
Zurich, January 25-31, 1973, and the International Fair for 
the Graphic Industry and Trade, Zurich, May 4-10, 1973. 


Cross licensing arrangements and licensing for direct 
production continue to be of interest. Given limited land 
and labor in Switzerland, licensing production facilities in 
the United States, particularly by medium-sized firms, might 
be actively sought. Such production location would cut across 
local barriers such as labor supply and structural readjustment 
by some industries. 
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